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https://www.reuters.com/article/us-kinder-morgan-cn-results/kinder-morgan-says-investment-in-oil-pipeline-expansion-may-be-untenable-idUSKBN1HP2YD
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https://www.reuters.com/article/us-canada-energy/trans-mountain-oil-pipeline-expansion-may-start-in-september-idUSKCN1TK2O7
https://www.reuters.com/article/us-canada-energy/trans-mountain-oil-pipeline-expansion-may-start-in-september-idUSKCN1TK2O7
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This from Sierra Club in Wisconsin  
 

We have buses from across Wisconsin to 
the event in Duluth! On September 28, 
there will be a rally, march, and gathering 
to join in community and send a clear 
message to the Michigan Governor and 
state agencies: Midwesterners stand 
together to protect what we love and 
say STOP Line 3 and other pipelines 
that threaten our water, climate, and 
communities. 

 
Where: Park, Duluth 
When: Saturday September 28, 2019 

Reserve your spot on the bus! 

GET ON THE BUS! 

Stevens 

Point 
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There several different sources of the cost premium for unconventional Canadian tar sands oil. Here is a 
summary of those estimates. Note that while these estimates do incorporate the fact that heavy crude like 
tar sands oil incurs more costly refinery costs, it is not clear that they fully incorporate tar sands oil more 
distant and complicated transportation costs to U.S. refineries, including the greater pipeline capacity 
constraints in shipping oil from Alberta to the Midwest and Texas, which frequently require rail haul that is 
three times more expensive (approximately 
$30/barrel compared to $10/barrel). 

 
RYSTAD (21019) 

 
 

Global liquid supply curve 
Real Brent Break-even price, USD/bbl 
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STOCKHOLM ENVIRONMENT INSTITUTE (2018) 
 
 

 

SEI, Confronting Carbon Lock-in: Canada’s Oil Sands (2018) 

Figure 1, CO$l curve of globill oil production in 2030, with Canadian f ie.Ids ide-ntified. 
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CANADIAN ENERGY RESEARCH INSTITUTE (2015) 
 
 

 
CERI, Canadian Oil Sands Supply Costs and Development Projects (2015) 

The left hand bar represents the least cost initial mining at the surface. As those deposits are exhausted, the more expensive 
deposits must be mined and steam assisted, as represented in the right hand bar. 

Figure E.1: Total Field Gate Bitumen/SCO Supply Costs 
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SEEKING ALPHA (2014) 
 
 

2014 Husky Imperial MEG Suncor 

Exploration costs in lifting costs 0 .34 in lifting costs 0.50 

Lifting costs 19.98 48.61 21.35 36.34 

Non-income related taxes 9.35 11.18 3.95 5.14 

Total cost of sales 29.33 60.13 25.29 41.98 

Depreciation 25.53 4.38 13.97 21.13 

SG&A, R&O 1.18 0.26 5.76 1.32 

Financial costs 0.57 0.10 6.88 2.69 

Total costs 56.61 64.87 51.91 67.13 

Realized total price/boe 63.88 77.01 56.71 76.26 

Operating Cashflow [$million) 5054 3987 695 8087.08 

Capex [$million) 4968 4899 1187 6467.13 

Sale of Assets [$million) 60 770 0 202.n 

(source: Annual Report 2014 if already published, otherwise company 

websites) 
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IHS MARKIT (2016) 
 

 
IHS, Production cost and the Canadian oil sands in a lower price environment (2016) 

WTI based breakeven pnce economics of greenfield 011 sands proiecls m 2015 
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In addition the energy and financial press has discussed the subject of the Alberta tar sands oil 
fields economic disadvantages, of which some examples follow. 

 
https://www.reuters.com/article/us-canada-oilsands-economics-analysis/canadas-oil-sands-survive- but-
cant-thrive-in-a-50-oil-world-idUSKBN1CN0FD 

 
REUTERS 
Canada's oil sands survive, but can't thrive in a $50 oil world Nia 
Williams 

 
Oct 18 2017 

 
CALGARY, Alberta (Reuters) - Canada’s oil sands producers are stuck in a rut. 

 
The nation’s oil firms are retrenching, with large producers planning little or no further expansion and some 
smaller projects struggling even to cover their operating costs. 

 
As the era of large new projects comes to a close, many mid-sized producers - those with fewer assets 
and producing less than 100,000 barrels of oil a day in the oil sands - have shelved expansion plans, 
unable to earn back the high start-up costs with crude at around $50 per barrel. Larger Canadian 
producers, meanwhile, focus on projects that in the past were associated with smaller names. 

 
The last three years have seen dozens of new projects mothballed and expansions put on hold, 
meaning millions of barrels of crude from the world’s third-largest reserves may never be extracted. 

 
Where industry groups in 2014 expected Canada’s oil sands output to more than double to nearly 5 
million barrels per day (bpd) by 2030, that forecast has been knocked down to 3.7 million bpd. 

 
This follows a spell of consolidation that has seen foreign majors sell off more than $23 billion in Canadian 
assets in a year and turn to U.S. shale patches such as the Permian basin in Texas, which produce returns 
more quickly and where proximity to refiners means the barrels fetch a better price. 

 
“We cannot compete with that huge sucking noise to the south that is called the Permian. Investment 
dollars are spiraling away down there,” Derek Evans, chief executive of small oil sands producer Pengrowth 
Energy (PGF.TO) told Reuters in an interview. 

 
Permian production rose 21 percent in 12 months through July compared to a 9 percent increase in 
Alberta’s oil sands, according to Canadian and U.S. government data. 
COSTLY STARTUP PHASE 

 
Mid-sized producers are hurting the most, due to start-up costs that far exceed those in other major 

https://www.reuters.com/article/us-canada-oilsands-economics-analysis/canadas-oil-sands-survive-but-cant-thrive-in-a-50-oil-world-idUSKBN1CN0FD
https://www.reuters.com/article/us-canada-oilsands-economics-analysis/canadas-oil-sands-survive-but-cant-thrive-in-a-50-oil-world-idUSKBN1CN0FD
https://www.reuters.com/article/us-canada-oilsands-economics-analysis/canadas-oil-sands-survive-but-cant-thrive-in-a-50-oil-world-idUSKBN1CN0FD
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producing areas. Oil sands producers have slashed operating costs by a third since 2014, but building a 
new thermal project - in which steam is pumped as deep as one kilometer (1094 yards)underground to 
liquefy tar-like bitumen and bring it to the surface - requires U.S. crude benchmark at around $60 a barrel 
to break even, analysts estimate. 

 
The North American benchmark West Texas Intermediate crude CLc1 has traded between $42 and 
$55 a barrel so far this year. The U.S. Energy Information Administration forecasts it will average $49.69 
a barrel in 2017 and $50.57 a barrel next year. 

 
There are around half a dozen thermal projects in the costly start-up phase, when engineers steadily 
increase steam pressure to bring a reservoir’s production up to full capacity. 

 
One of those is Athabasca Oil Corp’s (ATH.TO) Hangingstone project. It was originally conceived as a 
80,000 bpd project, but instead will bring output to only 12,000 bpd from the current 9,000 bpd. The 
project can break even with U.S. crude prices of at least $53 a barrel, meaning right now Athabasca 
keeps losing money on Hangingstone production. Size is crucial in the oil sands; the more bitumen a 
company can squeeze out of a plant, the lower fixed costs per barrel will be. 

 
“(Athabasca) was a company built when oil was $100 a barrel. In those days we were going to find funding 
for joint ventures and build greenfield projects to a massive size. The reality is the world changed,” chief 
executive Rob Broen told Reuters. 

 
Quarterly filings show why smaller players are struggling. Transportation and marketing costs at 
Hangingstone, along with the cost of natural gas used to produce steam to extract oil, and other operating 
costs are much higher compared with Cenovus Energy’s (CVE.TO) Christina Lake project, one of the 
highest-quality and biggest bitumen reservoirs in the oil sands. 

 
Pengrowth’s development plans are on hold as well, Evans said, because the company needs U.S. crude 
to stay at $55 for a sustained period to justify investment in its 14,000 bpd Lindbergh thermal project, at 
one point intended to grow as large as 40,000 bpd. 
THE BIG GO SMALL 

 
Large producers have pulled back in response to lower global prices as well. For example, Suncor Energy’s 
(SU.TO) 194,000 bpd Fort Hills mine, due to start producing oil by the end of this year, is the company’s 
last megaproject. 

 
Canadian Natural (CNQ.TO) restarted construction on its 40,000 bpd Kirby North project last November, 
one of a handful of smaller projects to start producing in 2019. 
Slideshow (2 Images) 

 
Other companies like MEG Energy (MEG.TO) are planning expansions at existing sites in 20,000 bpd 
“modules” rather than starting large new projects from scratch. But even such more modest investments 
are out of reach for smaller companies like Athabasca and Pengrowth. 
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“It’s very hard (for a small company) to drag itself out of the financing black hole it would have to get in to 
build a project to start with,” said Nick Lupick, an analyst at AltaCorp Capital. “A large company can take that 
on their balance sheet without having to leverage too highly.” 

 
https://www.desmogblog.com/2018/10/25/canadian-tar-sands-oil-financial-losses DESMOG 
Why Canadian Tar Sands Oil May Be Doomed Read time: 9 mins 
By Justin Mikulka • Thursday, October 25, 2018 - 13:03 Fort McMurray, Alberta, Canada, tar sands oil 
operations 

 
 

At current prices, Canadian tar sands oil producers are losing money on every barrel of oil they dig out. 
Despite signs earlier this year the industry would “turn profitable in 2018,” a much more likely scenario at this 
point is a fourth straight year of losses. 

 
Producers are forced to keep cranking out product and selling it at a loss to cover the massive costs required 
to start one of these sprawling unconventional oil operations, a point made painfully clear when Alberta 
wildfires in 2016 forced some tar sands operators to shut down. 

 
“I do think they'll start up quickly once the danger from the fire is gone because there is a lot of 
motivation to do that,” Jackie Forrest, an energy economist for Arc Financial Corp, told The Globe and 
Mail. “They have a lot of fixed costs so they're going to be motivated to get some revenue to pay for 
those costs that aren't going away.” 

 
In the face of such challenging economics, what are Canadian tar sands producers doing? Tapping more oil 
than ever. 

 
In June 2018 Canada set a new record for exporting oil to the U.S., hitting well over three million barrels 
per day. This record coincided with another one for oil exported by rail from Canada to the 
U.S. The U.S. is currently the only major market for Canadian crude, with 99 percent of its exports 
going to either U.S. refineries or ports for export. 

 
 

Source: U.S. Energy Information Administration America Is 
Maxing out on Canadian Crude 

 
American refineries certainly enjoy buying Canadian crude at such low prices. How low are the prices? As 
the Financial Post reported in mid-October, Western Canadian Select (WCS) was $19 a barrel — 
approximately $50 a barrel cheaper than a barrel of the American oil standard known as Western Texas 
Intermediate (WTI). 

 
Without a competing market in sight,  American buyers likely will continue receiving huge discounts on 
Canadian oil. As Sandy Fielden, director of oil and products research at Morningstar, told Reuters in 2016: 
“If Canada can’t get their oil to another market besides the U.S. [market], 

https://www.desmogblog.com/2018/10/25/canadian-tar-sands-oil-financial-losses
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you’ll always be a price taker, not a price maker.” 
 

Even under these economic conditions, one company, Teck Resources, is proposing to build a new tar sands 
mining operation. Projections estimate the cost to produce a barrel of oil at this operation will be around 
$85 a barrel. That's quite the mismatch with what a barrel of Canadian crude oil is fetching these days, and 
doesn't bode well for a sustainable business model. 

 
Another complicating factor is that even at such low prices, American refineries only want and need so 
much tar sands oil, which is a heavy, lower-quality oil. America is experiencing a boom in production of the 
light fracked crude oil from shale basins, which is not only more valuable to refineries but requires much 
lower transportation costs than importing crude from Alberta, the tar sands capital of North America. 

 
As The Energy Mix reported recently: “Permian Basin oil is a far better fit for the only U.S. refineries capable 
of handling more bitumen [tar sands oil], and will likely be for at least the next decade.” 

 
As an example of that preference, Exxon just announced plans to expand its Beaumount, Texas, refinery by 
300,000 barrels per day, which would make it the largest refinery in America. This additional capacity is for 
light crude oil, not heavy Canadian oil. 

 
Still, American refineries are importing, and refining, record amounts of Canadian oil right now, but at 
massively discounted prices compared to average global oil prices, which helps lead to huge profits for 
American refiners. 

 
Yet another complication for tar sands producers is that, as The Energy Mix highlighted, “In reality, virtually 
every refinery in America that buys heavy crude is operating at full capacity. That is why there are no 
buyers willing to pay higher prices.” 

 
Economics 101. If supply is higher than demand, prices go down. And sellers in that market have to take 
whatever price they can get, even if that means selling at a loss. 

 
To help extract itself from this difficult situation, Canada is looking to build pipelines, such as the still-
uncertain Trans Mountain pipeline expansion, to transport its landlocked oil to tidewaters, where 
companies theoretically can sell the oil to Asia's rapidly growing market. 
Never Get Involved in an Oil War With Saudi Arabia 

 
Shell tar sands mine in Alberta 
Shell Jackpine tar sands mine in 2014. Credit: Julia Kilpatrick, Pembina Institute, CC BY-NC-ND 2.0 

 
Canada’s tar sands pipeline plans have several fatal flaws.  The first is that tar sands oil is heavy  and not 
the most desirable oil on the market. The second is that Canada is late to the game, with some rather 
formidable competition from the U.S., which is exporting oil to Asia at ever increasing 
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rates, and also from the Middle East. 
 

While Canada’s tar sands proven oil reserves are the third largest for any country in the world, Saudi Arabia 
holds the number two spot (Venezuela is number one). Unlike the stiff production costs Canadian tar sands 
operators face, Saudi Arabia has production costs in the range of $10 per barrel. Plus, Saudi Arabia is 
producing more desirable grades of oil and has easy access to ports, giving the country a strong 
competitive edge. 

 
However, Saudi Arabia still needs to secure markets for its oil and has been striking deals and partnerships 
around the world to ensure its oil is the oil that meets future global demand. It has begun shipping oil to 
one of these joint venture projects in Malaysia and is helping finance projects in China, South Africa, India, 
Pakistan, and South Korea. French oil company Total SA is also partnering with the state-owned Saudi 
Aramco on a huge refinery and petrochemical complex in eastern Saudi Arabia. 

 
Saudi Aramco even owns the largest oil refinery in America, in Port Arthur, Texas, where it processes large 
amounts of oil imported from Saudi Arabia. Aramco's plans to expand the facility are centered on 
petrochemical production, an area many oil producers see as the future for growth in the business and not 
one that will require tar sands oil as feedstock. 

 
In the near term, Canada faces competition with America's booming fracked oil trade, and in the long term, 
Saudi Arabia is locking up deals to supply the foreign markets Canada eventually hopes to reach if it can 
ever build pipelines to export its oil. Even then, The Energy Mix predicts that Canada would require prices 
of “upwards of U.S. $100 per barrel for decades.” 

 
This is all assuming a significant reduction in global oil consumption doesn't occur in the coming decades 
in order to address the climate crisis. Years of successful pipeline protests and global oil economics may 
end up keeping a large portion of the Canadian tar sands oil “in the ground.” 

 
Canadian Prime Minister Justin Trudeau most likely wouldn't be pleased at that prospect. In 2017 he told 
an oil industry conference: “No country would find 173 billion barrels of oil in the ground and leave them 
there.” But a country might if the oil were sold at a loss. 
Looking for Bailouts 

 
A good indicator of the failed tar sands model is how many major oil companies sold their positions in 
Canadian tar sands and took their losses. Their main explanation? No one could make money on those 
projects at current oil prices. 

 
The remaining companies apparently have to rely on government bailouts. The first bailout signaling 
trouble for the industry was when the Canadian government bought the Trans Mountain pipeline 
expansion project from Texas-based Kinder Morgan for CAN $4.5 billion. A federal court ruled that the 
pipeline didn’t get the proper approvals, which means it is now in legal limbo and may not be built — but 
Kinder Morgan still gets its $4.5 billion. A big win for Kinder Morgan, perhaps less so for the people of 
Canada. 
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Trudeau and the Canadian oil industry need this pipeline if they have any hopes of exporting tar sands oil 
to Asia. Energy East, the other large pipeline designed for exports, was canceled in 2017. As the delays 
continue and the economics remain unfavorable for Canadian tar sands, other suppliers such as Saudi 
Arabia are securing future oil export markets. 

 
More recently — indicating how desperate the situation is for tar sands producers — Alberta 
Premier Rachel Notley pitched the idea that the Canadian government should invest in the oil-by-rail 
business to help tar sands producers, which sounds a lot like corporate welfare to support a failing 
business model. 

 
This request comes despite oil producer Cenovus signing a deal in September to move more of its oil by rail, 
and this deal reportedly isn't the only one of its kind. Canada is set up to move far more oil-by-rail than ever 
before, despite the obvious risks to safety and environment. 

 
Moving oil by rail is more expensive than by pipeline but does offer the advantage of reaching ports 
where the oil could be exported — and a desperate Canadian oil industry has very few options. 
Technology Not the Savior 

 
Canadian tar sands oil had very different prospects in 2010. The American shale oil and gas revolution 
had just begun, and producers were trying to figure out which shale plays would actually produce oil. It 
did not seem like a threat to the massive Canadian tar sands oil industry at the time. 

 
Meanwhile in Canada, the industry knew where the bitumen was and how much was there (a lot). In a 
2010 article in The Globe and Mail, Darin Barter, a spokesman for Alberta’s Energy Resources 
Conservation Board, noted that unlike the traditional oil industry, exploration costs for the tar sands 
industry were “zero.” 

 
“We know the oil is there, the bitumen is there, the technology may not be there,” Barter said in 2010, “But 
we all know how quickly technology moves forward when there is a financial reward at the end. “ 

 
In 2018, the technology is definitely there. The bitumen can be mined and diluted and pumped through 
pipelines and into rail tank cars. But the financial reward that Barter was expecting technology to deliver has 
not materialized. 

 
Almost 10 years later, the financial payout for tar sands oil looks less likely than ever. 



https://insideclimatenews.org/news/23022016/tar-sands-becoming-worthless-production-rises-even-prices-plummet
https://insideclimatenews.org/news/23022016/tar-sands-becoming-worthless-production-rises-even-prices-plummet
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At the core of the Complaint is the fact that the easement expressly compels Enbridge to 
remove its pipeline in the event an easement term is not renewed. Taken from the 
Complaint: 
 

57. The easements under which the pipeline was 
installed on the Bad River Reservation in the 1950s 
were renewed in the 1970s and again in 1993. 
58. By their express terms, fifteen of the easements that 
were renewed in 1993 were “limited as to tenure for a 
period not to exceed 20 (Twenty) years, beginning on June 
3, 1993, and ending on June 2, 2013[.]” The Band holds 
between a 
forty-percent and a ninety-percent ownership interest in 
eleven of the fifteen parcels to which the now-expired 
easements attached. 
59. Those easements further expressly required as follows: 

At the termination of this Grant of Easement, 
[Enbridge] shall remove all materials, equipment 
and associated installations within six months of 
termination, and agrees to restore the land to its 
prior condition. 
Such restoration may include, but not be 
limited to, filling, leveling, and seeding the right 
of way area. 

60. Enbridge accordingly was under a legal duty to cease 
the flow of oil across the parcels by June 2, 2013, and to 
remove the pipeline from those parcels and to restore 
them to their prior condition within six months, or by 
December 2, 2013. Following that date, Enbridge had no 
legal right to use or possess any portion of those lands. 
(See Complaint, p. 20.) 

 
 

 The lawsuit provides as its substantive basis a detailed description of the risks of an  accident 
posed by even new pipelines, nonetheless ones built 66 years ago after six decades of 
operating stresses. The risks included  the economic, social and environmental 
consequences to the Bad River Band from an accident on Line 5 (see Complaint, pp. 4-24). 

 
It makes three legal claims, under public nuisance law (federal and state), trespass law, and   
ejection (see Complaint, pp. 48-50). For relief, it seeks a declaratory judgment under the 
nuisance and trespass claims and an order of removal of the pipeline (see Complaint, p. 51). 
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